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REVOLUTIONARY NEW LAW PROVIDES FOR WORKER PARTICIPATION 


IN PERUVIAN INDUSTRY* 





On July 27, 1970, the military regime 
of President Velasco Alvarado decreed 
a radical new General Law of Industries, 
designed, among other things, to in- 
crease the workers' share in the prof- 
its, ownership, and management of in- 
dustrial enterprises. 1/ This law is 
another far-reaching step in the new 
government's revolutionary program, 
which its authors have described as 
nationalistic and progressive but not 
communistic--a newpath between capital- 
ism and communism. This program was 
formulated rapidly after the military 
seized power in October 1968. At that 
time it overthrew the previous govern- 
ment--ostensibly, at least, because 
President Belaunde Terry had entered 
into a compromise agreement with the 
U.S.-owned International Petroleum Com- 
pany. (The company, long a_ target of 
nationalist demands for expropriation, 
was released from a large tax claim and 
granted certain conesssions.) The new 
government nationalized the oil in- 
dustry and, before decreeing the new 
industry law, took a number of other 
steps in implementing its revolutionary 
program. It ordered banks to reorganize 
in such a way that 80 percent of their 
directors would be Peruvians and 75 per- 
cent of their stock Peruvian-owned; 
announced that it would expropriate the 
telecommunications industry; adopted an 


agrarian reform law intended to give 
the land to those who work it and, in 
President Velasco's words, to ensure 


that "the campesino should never again 
become a second-class citizen exploited 
by other men;"' expropriated 18U.S.-owned 
cattle ranches, totaling over 400,000 
acres, and nine major sugar plantations 
(two of them U.S.-owned), totaling over 





Chief of the 
Division of For- 


*By Robert C. Hayes, 
Latin America Branch, 
eign Labor Conditions. 


700,000 acres; adopted a program for 


expropriating other haciendas; took 
over the bank accounts of large land- 
holders; and nationalized the coun- 
try's water resources, including the 


ocean within 200 miles off the coast. 
The new General Law of Industries is 
divided into five parts; Part II con- 
sists of nine titles. Considered from 
the workers' point of view, the nine 
brief articles of Title VII on the Par- 
ticipation of the Workers, and Title 
VIII on the Industrial Community are 
the heart of the law. Both Titles 
actually deal with worker participa- 
tion in industry; Title VII deals solely 
with profit sharing. It provides that 
all industrial enterprises are to give 
10 percent of their net profits to their 
full-time workers. Half of this amount 
is to be distributed in equal shares to 
all the workers; the other half is to 
be distributed to the workers in amounts 
proportional to their base wages. Title 
VIII provides that industrial enterprises 
are to put aside another 15 percent of 
their net profits for reinvestment. 
This reinvestment is to be credited to 
the assets of a new entity, the Indus- 
trial Community, and ultimately to the 
workers or to a workers' cooperative. 
The profit-sharing provisions of the 
new law are impressive, but profit 
sharing in one form or another isan old 
story. 2/ On the other hand, the In- 
dustrial Community is astriking innova- 
tion, an original inventionof the Revo- 
lutionary Military Government of Peru, 
capitalistic in structure, but social- 


istic in tendency. Its exact nature 
and the full scope of its operations 
are not made clear in the seven brief 


articles of Title VIII. This deficiency 
was remedied a month after the Industry 
Law was decreed by the issuance on 
September 1 of the ancillary Law of the 
Industrial Community. 3/ 








The Industrial Community is defined 
in the General Law of Industries as “a 
corporate entity hereby created in an 
industrial enterprise as the represent- 
ative of the aggregate of its full- 
time workers. Its purpose is to ad- 
minister for the benefit of the said 
aggregate the property which it may ac- 
quire in accordance with this law." 
When the property of the Industrial 
Community (progressively accumulated by 
the reinvestment of 15 percent of net 
profits in the stock of the company) 
becomes 50 percent of the company's 
corporate capital, the workers individ- 
ually will become owners of the corre- 
sponding shares, or else (according to 
the General Lawof Industries) will par- 
ticipate in the ownership of their 50 
percent in accordance with the pro- 
visions for Industrial Cooperativism to 
be established by a law of the Industrial 
Community, to be decreed later. The 
Industrial Community will continue to 
exist in the enterprise. 

What happens’ to the Industrial Com- 
munity at this point (i.e., when its 
property reaches 50 percent of the com- 
pany's capital and the ownership of this 
property is immediately transferred to 
the individual workers or to a workers' 
cooperative) was not clearly stated by 
the General Law of Industries, beyond 
the statement that it shall continue to 
exist. The ancillary Law of September 
1 gives the answer. 4/ Fifteen percent 
of the company's net profits will con- 
tinue indefinitely to be set aside for 
the Industrial Community, but its pro- 


portion of the company's assets is to 
remain constant at 50 percent. After 
that percentage is attained, the 15 


percent of the company's net profits is 
to go to the General Fund of the In- 
dustrial Community. This Fund is to be 
used, after the community acquires 50 
percent of the company's capital, (1) 
to acquire the shares in the company 
owned individually by workers who leave 
the company, or to compensate workers 
who quit before the Industrial Com- 
munity acquires 50 percent of the com- 
pany's capital; (2) to invest, in (a) 
the company, if necessary to maintain 
the Industrial Community's 50percent of 
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the capital, (b) state 
~othér industrial enterprises; and (3) 
to pay dividends to workers who own 
shares issued by the Community or in- 
terest to new workers who have not yet 
received shares. The uses of the Fund 
before the Community acquires 50 per- 
cent of the company's capital are 
specifically limited by law. 
The ancillary Law of the 
Communities 


bonds, or (c) 


Industrial 
says nothing about Indus- 
trial Cooperativism, in spite of the 
promise in Title VIII of the General 
Law of Industries. The later law seems 
to annul the alternative stated in the 
earlier law by which the workers would 
form a cooperative instead of individu- 
ally becoming owners of the shares con- 
stituting 50 percent of the company's 
capital. Article 14 states that one of 
the rights of members of the Community, 
according to the later law, is to re- 
ceive as individual property the stocks, 
shares, and bonds which the Community 
possesses as soon as the Community owns 
50 percent of the company's capital. 5/ 

A few other rules governing the opera- 
tions of the Industrial Community are 
explicit in the General Law of Indus- 
tries. If reinvestment of 15 percent 
of net profits should not be "conven- 
ient,"' the 15 percent will be used to 
buy part of the existing capital be- 
longing to other partners or _ share- 
holders, provided that the Industrial 
Community has not yet acquired 50 per- 
cent of the company's capital and pro- 
vided that the Minister of Industry and 
Commerce approves. Publicly owned en- 
terprises in the field of basic indus- 
try are to deliver to their Industrial 
Communities 15 percent of their gross 
profits in the form of their own bonds; 
or, alternatively, in the form of 
stocks or shares in private enterprises 
not engaged in basic industry, if the 
Industrial Community chooses this al- 
ternative and the Minister of Industry 
and Commerce authorizes it. Private 
companies that have concessions to ex- 
ploit basic industries are to deliver 
15 percent of their net profits in the 


form of shares of other companies not 
engaged in basic industry, subject to 
approval by the Minister of Industry 


and Commerce. Thus, the alternative 
option in the case of publicly owned 
enterprises in basic industry is the re- 
quirement in the case of private com- 
panies in basic industry. These rules 
apparently will accelerate the rate at 
which ownership of enterprises in non- 
basic industry will be acquired by the 
Industrial Community, i.e., theworkers. 


Apparently they also will prevent’ the 
Industrial Community from acquiring 
ownership of basic industries. The 
great scope of this exclusion is sug- 
gested by Part V of the law, which 
consists of a list of industries of 
first priority. The basic industries 


are listed as steel, nonferrous metal- 


lurgy, basic chemistry, fertilizers, 
cement, and paper. 
The law also gives the workers a 


direct share in management. The board 
of directors (Organo Director) of each 
industrial company must include at least 
one representative of the Industrial 
Community. In the case of a publicly 
owned enterprise engaged in basic in- 
dustry, the board of directors must in- 
clude two representatives of the In- 
dustrial Community. 

Other sections of this revolutionary 
law throw light on the parts described 





above. Part IV, already alluded to, 
defines workers as “all persons’ who 
work full-time in an industrial enter- 
prise." Managerial, professional, and 


technical employees as well as clerical 
and blue-collar workers, therefore, are 
to become members of the Industrial 
Community. Part I states basic princi- 
ples and limits the application of the 
law to enterprises located in the in- 
dustrial sector under the jurisdiction 
of the Ministry of Industry and Com- 


merce. The law evidently does not 
apply to mining, which is under the 
jurisdiction of the Ministry of Energy 


and Mines. 6/ In Part II, Title I 
arranges industries in three levels of 
priority (those which produce luxury 
goods have no priority); Title II de- 
fines the public, private, and coopera- 
tive sectors, and reserves basic indus- 
tries to enterprises owned by the State; 
Titles LII and IVestablish tax, credit, 
and administrative incentives which 


favor industries in proportion to their 
priority rating; Title V establishes an 
Institute of Industrial Technical Re- 
search and Technical Standards and re- 
quires industrial firms to use 2 percent 
of their net profits for research pro- 
gramed by the Institute; Title VI sets 
strict limitations on the participation 
of foreign capital inPeruvian industry, 
but states that the Executive Power 
will make exceptions when it is in the 
national interest to do so; Title IX 
establishes sanctions and administrative 
controls. 

Parts III, IV, and V contain adminis- 
trative controls, definitions, and ade- 
tailed listof first priority industries. 

The long range significance of the 
General Law of Industries is difficult 
to assess. The whole scheme described 
in this law for increasing worker par- 
ticipation in industry is based on 
profits--the concept of profits, the 
anticipation of profits. Thus, the law, 
or this part of it, is essentially 
capitalistic in nature. Also, its 
direct results appear uncertain in sit- 
uations where an industry merely breaks 
even, Or operates at a loss. On August 
7 the Minister of Industry and Commerce 
at a press conference rejected both the 
idea of revising the law and a statement 
made by the National Industrial Society, 
a major employers' association, that 
under the law private property would 
cease to exist. Incorrect interpreta- 
tions, he said, would be corrected by 
regulations to be issued by his Ministry. 
He also commented that the State would 
not be ina position to undertake the 
operation of all basic industries re- 
served to it by the law in less than 5 
years, and that in the meantime special 
contracts will be entered into between 
the State and companies operating basic 
industries. 

Peru has just enjoyed her best year 
with respect to trade and foreign ex- 
change, because of good prices for her 
major exports, import restrictions, and 
other measures; but the practicability 
of maintaining unchanged the current 
plans for redistributing the wealth in 
Peru depends onthe avoidance of serious 
vicissitudes in the economic posture of 
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the country. The presence of Industrial 
Community (worker) representatives on 
company boards may be expected to affect 
the development of trade unionism. Con- 
ceivably it could strengthen unionism; 
on the other hand it may have the oppo- 
site effect, and by working as a sub- 
stitute, weaken it. 7/ The influence 
of the law on foreign investment is 
foreseeably negative, although the 
Minister of Industry and Commerce on 





1/ Ley General de Industrias, Decree- 
Law No. 18,350, published July 30. 

2/ Law 11,672 of December 31, 1951, 
required employers with a net income of 
over 10 percent of their capital to pay 
their workers an annual bonus which 
varied according to length of service. 

3/ Ley de la Comunidad Industrial, 
Decree-Law No. 18,384, signed on Septem- 
ber 1, 1970. 

4/ When the General Law of Industries 
was published, the answer apparently 
had not been decided upon. At that time 
the Minister of Industry and Commerce 
said that when the Industrial Community 
reached 50 percent, the whole process 
would be repeated by the creation of a 
new Industrial Community within the same 
company, again receiving 15 percent of 
annual net profits; andafter the second 
Industrial Community should have ac- 
quired 50 percent of the company's re- 
maining stock, a third Industrial Com- 
munity would be created, and so forth. 

5/ The actual text of art. 14(d) of 
the Law of the Industrial Community 
reads: "Recibir en propriedad individ- 
ual las acciones, participaciones y 
bonos que ella posea desde el momento 
que alcance el cincuenta por ciento 
del capital social de la empresa Indus- 
trial y las utilidades distribuidas 
correspondientes."" Articles 22 and 23 
confirm the distribution as individual 
property. 








FOOTNOTES 


the day the law was decreed stated that 
Peru will continue to need foreign 
technical assistance and credits. The 
influence of Peru's example on govern- 
ments and labor movements inother Latin 
American countries, some of which face 
Similar economic and social problems, 
may well be great, especially if Peru 
continues to succeed in avoiding vio- 
lence and inspiring a general _ sense of 
progress. 





A change of thought on the part of the 
lawmakers during the interval between 
July 30 and September 1 seems evident. 
At the time the earlier law was. pub- 
lished (July 30), the Minister of In- 
dustry and Commerce in an explanatory 
speech said that workers' cooperatives 
would be formed at the "50-percent 
stage,"" and he apparently ignored the 
law's alternative of direct individual 
ownership of shares by workers. 

6/ On April 16, 1970, the Revolutionary 
Military Government published  Decree- 
Law 18,225 which sets out the basic 
lines along which mining in Peru will 
be promoted, taxed, and controlled. On 
the basis of this document, anew General 
Mining Law eventually will be passed. 
Decree 18,225 does not contain provisions 
for profit sharing or worker participa- 
tion in the ownership and management of 
mines. Its full implications are not 
yet clear. 

7/ This inference is strengthened by 
article 14(b) of the subsequent Law of 
the Industrial Community, which provides 
that a worker may not simultaneously be 
a member of the Council of the Community 
and alabor leader (dirigente sindical), 
and by the fact that the General Secre- 
tary of a major labor organization 
(Confederacién de Trabajadores del Pert) 
already has repeatedly and publicly 
asked for clarification of the future 
role of trade unions under these laws. 
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PERUVIAN WORKERS’ COOPERATIVE 
PROMOTES ECONOMICAL HOUSING* 





In Lima, Peru, 1,529 worker families 
now live in their own new, attractive 
homes because of the aid given them by 
the Trade Union Cooperative Alliance of 
Peru (ASINCOOP). 1/ ASINCOOP is the 
first workers' cooperative savings and 
loan association in Latin America, an 
institution run by and for workers. 
Six years ago, few worker families in 
Peru could buy or build their own homes. 
They could not get together enough 
money for a downpayment and, even then, 
the monthly payments were far beyond 
their reach. 

Today, families headed by ditchdiggers 
and carpenters, unskilled laborers and 
accountants, brick masons and university 
professors live in bright orange, blue, 
yellow, and light green dwellings, 
usually fronted by flower gardens. The 
two- and three-bedroom units have elec- 
tric lights, gas stoves, and, most 
precious in Latin America, pure drink- 
ing water. They have living rooms, 
dinettes, kitchens, complete baths, 
sewerage, and rear courts for the laun- 
dry. Some have refrigerators. Most 
are so built that other rooms may be 
added. They cost $3,500 to $6,000; 
average monthly payments are about US$35 
or 24 percent of average earnings for 
semiskilled and unskilled workers. 

Trees line the streets and green park 
areas add color, recreation spots, and 
space. Many of the developments have 
shops, schools, and churches. Since 
most of the housing projects’ include 
members of the same union who work in 





*By Harry W. Flannery of Los Angeles, 
California. Mr. Flannery was associated 
with the AFL-CIO for over 15 years, and 
was employed by the American Institute 
for Free Labor Development. Mr. Flannery 
gathered material inPeru for this arti- 
cle. Juan Francisco Noya, General 
Manager of ASINCOOP, kindly supplied 
the latest figures. 


the same plant, some have buses to take 
workers to and from their jobs. 

The original working capital for the 
bank which financed these developments, 
the Alianza Sindical Cooperativa (Trade 
Union Cooperative Alliance of Peru), 
usually called ASINCOOP, came from 12 
housing cooperatives set up by Peruvian 
trade unions to help their members save 
money to build homes. The 12, which 
separately had collected different sums, 
united in the Federation of Peruvian 
Housing Cooperatives, FECOVIPE. The 
Federation gives them a united voice, 
represents them on the ASINCOOP board, 
and helps unions organize and manage 
housing cooperatives. Membership in 
these housing cooperatives is voluntary, 
although each gains new members as other 
workers see the houses that result from 
small but regular weekly or monthly 
savings. Workers may make minimum de- 
posits at any time either to their 
housing cooperative or to ASINCOOP, of 
100 soles (US$1=38.7 soles at the prin- 
cipal rate). Time deposits earn 7} 
percent interest. 

In 1963, several of the housing coop- 
eratives had bought land for their 
members and some had even begun to build 
houses. However, they raninto trouble. 
Peruvian law prohibited Peruvian banks 
and savings and loan associations from 
lending money to _ labor-union-housing 
cooperatives. Also, the banks and 
associations feared that strikes might 
prevent aunion cooperative from meeting 
commitments. In many cases the housing 
cooperatives had been able to buy land 
with their pooled funds, but without 
financing they were unable to construct 
housing. 

The housing need was critical. From 
a half to three quarters of a million 
people lived inmore than 200 slum areas 
(barriadas) in Lima alone, a city with 
a total population of little more than 
2 million; that is, almost half the Lima 
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families lived in poor housing, since 
to those inmakeshift barriada dwellings 
should be added the thousands more in 
decaying structures in the older parts 
of the city. 

The heads of the two Peruvian labor 
federations sought help. Arturo Sabrosa 
Montoya, General Secretary of the Con- 
federation of Peruvian Workers (Con- 
federaci6n de Trabajadores del Pert--CTP) 
and Felix LoliCepero, General Secretary 
of the Central Union of Peruvian White- 
Collar Workers (Central Sindical de 
Empleados Particulares del Perf) in- 
vited representatives of the American 
Institute for Free Labor Development 
(AIFLD), a private nonprofit organiza- 
tion supported by AFL-CIO, AID, and 
private firms, to come to Lima. 

As seed capital, William C. Doherty, 
Executive Director of AIFLD, proposed 
an AID loan of $6 million and one from 
the Peruvian Government for $4 million. 
This fund would aid all Peru, not just 











Lima. Five million dollars would help 
set up the new workers' bank for the 
people of greater Lima, which includes 


Peru's main port, Callao, and $5million 
would go to help build needed housing 
in the provinces, under AIFLD-Peruvian 
auspices. Doherty also proposed _ that 
the Peruvian Government ask the legisla- 
ture to change the banking law so that 
ASINCOOP could make loans’ to housing 
cooperatives as well as to individuals. 
Sabrosa and Loli talked with government 
representatives and won agreement to 
this change. 

ASINCOOP formally opened its offices 
on July 4, 1964, in the presence of the 


President of Peru, Fernando Belaunde 
Terry. The U.S. Ambassador, J. Wesley 
Jones, presided at the ceremony, and 


Robert Culbertson of the U.S. Agency for 
International Development read amessage 
from President Lyndon B. Johnson. 

Since its founding, ASINCOOP has 
successfully confronted numerous prob- 


lems. The Inca Extension Housing Coop- 
erative, whose members were textile 
workers, had bought land on which to 


build a house for each of the 80 mem- 
bers of the Cooperative, but had only 
enough money to erect 16 houses. ASINCOOP 
itself accepted a mortgage on the land 
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and the 16 houses, provided funds for 
downpayments on the 64 additional 
houses, and arranged terms to enable 
the workers to pay off the mortgage. 

Another housing cooperative fell 7 
months behind in payments on land for 
which it had contracted, after its men- 
bers lost their jobs because the plant 
where they were employed had closed. 
When the landowner threatened to take 
over the property, ASINCOOP lent the 
cooperative enough to bring the payments 
up to date, taking over the land mean- 
while as security. 

A third problem involved streetcar 
workers, who owned land in La Vinita, a 
residential district of Lima. When they 
lost their jobs, ASINCOOP took over 
their land and the houses that had been 
built on it. 

Management of ASINCOOP isin the hands 
of workers. Nine of the 11 members of 
ASINCOOP's board of directors are elected 
by the worker depositors, each of whom 
has 1 vote for each 4,000 soles he has 
deposited, up to a maximum of 25 votes 
per member. Three of the nine board 
members are from CTP, three from the 
white-collar federation, and three from 
FECOVIPE. The nine select two more. 
From among the nine members, three com- 
mittees, each with four members, are 
chosen to handle administration, fi- 
nance, and credit. The general manager 
of ASINCOOP is a member of each com- 
mittee and also sits with the board. 


Homebuilding mortgage loans made 
by ASINCOOP as of August 31, 1970, 
amounted to a total of 309,329,585.52 


soles (nearly US$8 million) of which 
12,310,061.49 soles were for home im- 
provements for 272 houses of members of 
18 cooperatives and the rest were to 
build 156 houses now in the process of 
construction. In 1964, ASINCOOP opera- 
tions involved 12 housing cooperatives 
and 134,000 soles in savings accounts; 
in 1970, these figures were 24 housing 


cooperatives and 157,211,457.09 soles 
in savings. 

Peruvians prefer single houses to 
apartments, even though units in the 
latter would cost less, because they 
feel a house is more personal, a place 
in which a family can take individual 
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pride. Many houses financed by ASINCOOP 
are built for unskilled workers, ine 
cluding workers who now live in the 
barriadas. One such project is in San 
Felipe, 20 minutes northwest of the 
center of Lima and well situated for 
workers, since buses’ leave from there 
to industrial areas every 5 to 10 min- 
utes. Another is on the other side of 
Lima in the ironically named Ciudad de 
Dios (City of God). Some of the largest 
barriadas are in both areas. 

Reductions in the cost of housing 
in coastal Peru are possible, according 
to William Grindley, former Peace Corps 
member, who was in charge of AIFLD 
social projects--including housing--in 
1969. Mr. Grindley pointed out that 
since the Peruvian coastal area is dry 
desert, free of rain, with a constant 
mild temperature, it is not necessary 
to build with cement and brick. As one 
possible substitute, Grindley suggested 
a building board made of cane, now a 
waste product. 

The original general manager of 





1/ The Trade Union Cooperative Alli- 
ance of Peru (ASINCOOP), often referred 
to as a workers' bank, is a cooperative 
savings and loan association. It has 
the characteristics of a credit union, 
a savings and loan association, a bank, 
and an association of housing coopera- 
tives. It was chartered in July 1964 
under the provisions of Law 12813 and 
Decree-Law 14242, which regulate credit 
unions and building and loan associa- 


FOOTNOTES 


ASINCOOP was Ignacio Gonzalez y Mendoza, 
formerly a leading banker and real 
estate manager in Cuba. In a conversa- 
tion with the author of this article, 
he noted that labor union leaders from 
other Latin American countries had come 
to Lima to learn about ASINCOOP, and 
expressed the hope that its example 
would be followed. “Other workers' 
banks on our pattern," he said, "can 
give the people of Latin American coun- 
tries a way to help themselves and the 
means of providing basic needs without 
having to depend on the United States. 
They give workers individual initiative. 
And if the bank concentrates on housing, 
it fills a basic and desperate need all 
over Central America, South America and 
the Caribbean. A home that a man owns 
is fundamental to family stability, to 
his becoming a part of his community and 
his country. It helps make him a good 
citizen, a man with a stake in the 
future. Home ownership strengthens the 
economy and promotes democracy. It can 
help build a new Latin America." 





tions. ASINCOOP was created by the 
Peruvian workers as a first step toward 
the establishment at a later date of a 
separate and independent workers' bank. 
A draft law for the creation of this 
bank is currently being prepared by a 
special committee appointed by the Con- 
federation of Peruvian Workers. The 
Workers' Savings and Loan Bank of Puerto 
Rico, established in1960, was the first 
of its kind in the western hemisphere. 
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Industrial Relations Deteriorate. 
Turbulence in industrial relations, 
which hampered Irish economic develop- 
ment in 1969, gained momentum in 1970. 
In the first half of the year not only 
did the number of work stoppages increase 
faster than in previous years, but pro- 
tracted crippling strikes severely af- 
fected key industries. In most cases, 
wage disputes were at the root of the 
disturbances, as wage demands exceeding 
the Government's suggested guidelines 
proliferated. 

Terms of employment normally are de- 
termined by collective agreement. Under 
the Industrial Relations Act of 1946, 
which abrogated wage controls imposed 
during World War II, collective agree- 
ments may be registered with the Labor 
Court in Dublin and become legally 
binding upon the entire industry con- 
cerned. In addition, a labor-management 
committee for a given industry is em- 
powered to recommend minimum wages which 
the Labor Court may make statutory for 
that industry. In general, however, 
wages are determined by negotiation, 
mainly between unions of the majority 
Irish Congress of Trade Unions (ICTU) 
and the Federated Union of Employers 
(FUE). When negotiations break down, 
the Labor Court is available for volun- 
tary conciliation and arbitration. The 
Irish Government traditionally has been 
reluctant to intervene in industrial 
relations, and both labor and management 
have looked askance upon suggestions of 
compulsory arbitration. The Labor 
Court, which is composed of represent- 
atives of management and labor organi- 
zations under the chairmanship of a 
government representative, can only 
make recommendations in industrial dis- 
putes voluntarily submitted toit by the 
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disputants. The Government's policy 
has been to guide collective bargaining 
in an endeavor to keep wage increases 
geared to changes in productivity and 
prices. 

Employer-employee relations had been 
generally harmonious until the mid- 
sixties. Work stoppages did occur, 
mainly over the interpretation of 
national labor agreements, but they 
were usually brief, and many were wild- 
cat strikes which were strongly con- 
demned by the unions involved. Follow- 
ing the economic stagnation of the 
1950's, Ireland had entered into one of 
the longest periods of continuing 
prosperity and economic stability in 
its history. In 1964, as a period of 
inflation set in which was’ the result 
of rising import prices and new turn- 
over and excise taxes among other things, 
rather than the direct result of wage 
increases, labor became restless. The 
number of strikes jumped from 70 with 
a loss of 233,600 man-days of work in 
1963 to 112 with a loss of 783,600 man- 
days in 1966 and 134 with a loss of 
935,900 man-days in 1969. 

Although no statistics are yet avail- 
able, industrial relations have con- 
tinued to deteriorate in 1970. Wage 
increase demands, many of which are 
well above the /7-percent guideline 
suggested by the Government, prior to 
the imposition of an income-prices 
policy on October 16, 1970, were _ re- 
garded by the FUE as "much too large 
and completely inflationary," and "far 
beyond what the . - economy can af- 
ford."" Even more significant than the 
increasing number of strikes were the 
elements involved. For example, a 2l- 
week strike of a few hundred workers 
in the cement monopoly affected some 
20,000 workers in construction. (Con- 
struction, probably the nation's most 
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important single industry in terms of 
employment, usually employs a sub- 
stantial number of the many agricultural 
workers who leave the land.) In _ this 
case, plant “strike committees" were 
reported to have largely usurped the 
functions of the unions, and the unions 
appeared almost powerless’ to restrain 
the strikers. 

Equally damaging to the economy was 
a 22-week bank strike May-October 1970. 
This strike closed every domestic bank 
in Ireland, 1/ and seriously affected 
trade and services, particularly the 
important tourist trade. Wage increases 
proposed by the Labor Court were ac- 
ceptable to both sides, but the court 
strongly opposed paying the strikers 
wages for the period of the strike for 
fear it would set a precedent, and the 
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employers, aswell asthe Labor Minister, 
agreed with the court. Negotiations 
were held under the aegis of the court's 
conciliation service, but the strike 
was not settled until after the Govern- 
ment imposed stringent incomes-prices 
controls October 16. The controls in- 
clude prices, rents, dividends and 
profits, and wage ceiling of 6 percent. 





1/ Unaffected by the strike were the 
foreign-owned First National City Bank, 
Bank of America, and Bank of Nova 
Scotia, all in Dublin, aswere the bank- 
ing operations of the American Express 
Company and Thomas Cook and Sons. The 
Chase Manhattan Bank, which has a work- 
ing arrangement with the Bank of Ireland 
and uses Bank of Ireland personnel, was 
closed, however. 


EAST AND SOUTH ASIA 





TROIS 


Greece 


Current Labor Developments. A favor- 
able economic climate continues to 
bring a measure of prosperity to most 
workers, especially those inmanufactur- 
ing, construction, and retail trade. 
Organized labor retains theunion struc- 
ture it had prior to the change of re- 
gime in 1967, but most of the top labor 
leadership has been replaced. Workers 
are not permitted to strike. 

Under legislation enacted in 1969, 
the right of union members to partici- 
pate in elections for an executive post 
in their union or in the labor movement 
in general is restricted to those mem- 
bers who have been workers or employees 
for a total of 600 days within the 6 
years preceding the election, of which 
50 days must be in each calendar year. 
The aim of this provision reportedly 
is to establish a closer relationship 
between labor leadership and workers. 

Another result of 1969 legislation is 
that only "representative" labor or- 





ganizations are eligible to enter into 
collective bargaining and to sign 
collective agreements. Representative 
organizations are those which have at 
least 100 members, inthe case of unions, 
and 5,000 members inthe case of federa- 
tions. Members are defined as those 
who voted at the organization's most 
recent election. Each worker or-enm- 
ployee may join only one labor organi- 
zation, and, through it, the associa- 
tions with which it is affiliated. 
Under Greek law, collective labor 
agreements are concluded between one or 
more employers' ‘organizations and one 
Or more wage earners' organizations, 
and are binding only on the participat- 
ing organizations. If agreement is not 
reached through negotiation, the organi- 
zations involved may request the inter- 
vention of the Ministry of Labor, which 
will attempt to bring about a settle- 
ment through mediation. If mediation 
fails, the dispute is referred to tri- 
partite arbitration courts, whose de- 
cisions are binding on both parties. 
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The Ministers of Labor and Coordina- 
tion 1/ together may veto any collec- 
tive agreement which they deem _ to be 
contrary to the “economic or social 
policy of the Government." 

Under the 1969 legislation, mass dis- 
missals are prohibited. Enterprises 
employing 50 persons or mote’ require 
special approval to dismiss their per- 
sonnel when such dismissals affect over 
6 percent of their total personnel per 
month.--U.S. Embassy, Athens. 








1/ In Greece, there is a Ministry of 
Coordination, which is concerned with 
economic planning and the economic as- 
pects of labor. 


India 


Government Agrees to Compromise on 
Industrial Relations Commissions. The 
Standing Labour Committee of the tri- 
partite Indian Labour Conference met in 








New Delhi on July 23-24 to consider 
recommendations made by the National 
Commission on Labour (NCL) in August 


1969 and to study aseries of background 
papers prepared by the Ministry of La- 
bour and Employment. The background 
papers expressed the Central Govern- 
ment's tentative conclusions on the 
major NCL recommendations, including 
the establishment of national and state- 
level Industrial Relations Commissions 
(IRC). (See Labor Developments Abroad, 
May 1970.) 

The tripartite meeting was attended 
by Central and State Government Minis- 
ters and officials, by employer repre- 
sentatives, and by officers of central 
labor organizations--the Indian National 
Trade Union Congress and Hind Mazdoor 
Sabha. The All-India Trade Union Con- 
gress (AITUC) and the United Trades 
Union Congress (UTUC) refused to attend 
the meeting because of fundamental dis- 
agreements with the NCL recommendations. 

As envisaged by the NCL, the Industrial 
Relations Commissions were to supplant 
Government intervention in industrial 
disputes, were to be composed of an 
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equal number of judicial and nonjudicial 
members, and were to be empowered to 
select either union membership verifi- 
cation or secret ballot as_ the method 
for determining the representative union 
in collective bargaining. The Chief 
Justice of India was to be consulted on 
the selection of the chairman of both 
national and state commissions, and the 
chairman of each commission was to be 
consulted on the selection of the mem- 
bers of his commission. 

The Government officials opposed the 
NCL recommendation that IRC's independ- 
ent of Government control be _ estab- 
lished at national and state levels. 
However, in the face of united opposi- 
tion by trade union representatives and 
employers, the Government representa- 
tives agreed to compromise as announced 
in the following formula: 


Industrial Relations Commissions will 
be established at the national and 
State levels. Each IRC will be pre- 
sided over by a judicial officer who is 
to be appointed Chairman by the Central 
or State Government in consultation 
with either the Chief Justice of India 
and the Union Public Service Commission, 
or with the Chief Justice of the High 
Court and the State Service Commission, 
as the case may be. Each IRC will have 
two nonjudicial members who will not be 
Government officials but who will be 
well versed in problems relating to la- 
bor, industry, and management. These 
nonjudicial members will be appointed 
in the same manner as the Chairman. 
After appointment, the nonjudicial mem- 
bers will sever all connections with 
any previous interests that may conflict 
with their function as independent full- 
time members of the IRC. Unanimous and 
majority recommendations of the IRC 
will be binding on all parties. In 
case of atie, the decision of the Chair- 
man will prevail. 

The functions of the IRC will be cer- 
tification of the representative union, 
adjudication of industrial disputes re- 
ferred to it, and such other functions 
as may be assigned. The State and Cen- 
tral Governments will continue to have 
the same power of conciliation in the 








initial stages that they have under the 
Industrial Disputes Act. 

In nonessential industries, labor and 
management will have the right to choose 
between adjudication and strike or lock- 
out; however, the appropriate Govern- 
ment may intervene at any stage in the 
dispute to refer the matter to the 
appropriate IRC for adjudication and 
prohibit the commencement or continua- 
tion of strikes or lockouts. In es- 
sential services, upon failure of nego- 
tiations and conciliation, either party 
or the relevant Government may refer 
all matters in dispute to the appro- 
priate IRC for adjudication. 

Only one representative union will be 
certified by an IRC for an industry or 
plant in a local area; the Chairman of 
the IRC will determine the representative 
union on the basis of membership verifi- 
cation. Unrecognized unions may repre- 
sent individual workers before the judi- 
cial authorities in dismissal disputes. 

Adjudication will be required to be 
completed within 6 months, unless the 
time is extended and the reasons for ex- 
tension are recorded in writing by the 
IRC and the Labour Court (Labour Courts 
will be responsible for the interpreta- 
tion and implementation of awards 
granted by the IRC). 


AFRICA 





While the compromise does not satisfy 
the various interested parties, ob- 
servers in the field believe that it 
constitutes an improvement over the ex- 
isting system and is a first step 
toward developing a bona fide bipar- 
tite relationship. 

There are some potential hindrances 
to speedy enactment of legislation in- 
corporating the new procedure. For in- 
stance, the AITUC and the UTUC were not 
parties to the agreement and are strongly 
opposed to the IRC's, even as envisaged 
by the NCL. Also opposed is the new 
Center of Indian Trade Unions (CITU) of 
the Communist Party of India-Marxist, 
which has been supreme inthe West Ben- 
gal labor field since it split away 
from the AITUC in May 1970. The CITU 
was not invitea to the meeting because 
it is not yet an officially recognized 
body. These labor organizations de- 
mand bipartite collective bargaining 
which precludes Government interven- 
tion, either (as at present) through 
the Labour Ministry, or through in- 
dependent IRC's; they also advocate 
secret ballot elections, rather than a 
membership verification procedure, for 
determining representative unions for 
collective bargaining.--U.S. Embassy, 
New Delhi. 








\y 


Congo (Kinshasa) 


Legislation Enacted to Restrict Em- 
ployment of Foreign Nationals. Within 
the last 16 months, Congo (Kinshasa) 
has taken legal measures’ to protect 
Congolese nationals seeking work from 
unfair competition from foreign nation- 
als. In August 1969, regulations were 
put into effect requiring that non- 
refugee foreigners meet certain require- 
ments to avoid expulsion from the Congo. 
All such foreigners must have valid 








passports and resident visas to remain 
in the Congo. If employed, they must 
hold a position requiring skills which 
unemployed Congolese do not have. If 
self-employed, they must have either 
Zaires 50,000 (US$100,000) deposited in 
a bank in the Congo or own real estate 
valued at the same amount. If unem- 
ployed, they must be receiving a pen- 
sion earned prior to promulgation of 
these regulations. 

In July 1970, two laws were promul- 
gated which limit more specifically the 
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right of all foreigners to be employed 
in the Congo. (For the time being, 
"refugee" foreigners from nonindependent 
African countries are to be treated as 
nationals.) Ordinance No. 70/218 of 
July 2, 1970, provides that all em- 
ployers seeking to hire foreign nationals 
must secure workcards for them from 
field offices of the National Employment 
Service or from the Labor Inspectorate. 
Employers requesting or renewing work- 
cards must submit acopy of the proposed 
labor contract. In addition, they must 
supply information on the prospective 
employee and on all other foreigners 
already employed as well as on the num- 
bers and job classifications of the 
foreigners and nationals employed. 
Furthermore, within 3months of the date 
of this law, all employers with foreign 
nationals already on their staffs must 
have requested workcards for them. 

Ministerial Order No. 70/0010/70 of 
July 27, 1970, establishes the maximum 
percentage of foreign workers to be em- 
ployed as a part of the total work force 
in a given enterprise, by economic 
activity and category of worker as in- 
dicated below: 


Profes- 
sionals 
General and tech- Direc- 
workers nicians tors 
Agriculture.. 5 5 5 
Mining....... 10 10 5 
Manufacturing 10 10 5 
Construction 
and public 
a ee 5 5 5 
Commerce and 
banking..... 1 3 5 
Electricity, 
water, and 
sanitary 
services.... 5 > 5 
Transportation 5 5 5 
Services,..... 1 4 4 


The general workers category encompasses 
a wide range of skills and skill levels. 
Examples of workers in this category 
include janitors, typists, carpenters, 
and construction crew foremen. The 
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category of professionals and _ tech- 
nicians includes lawyers, engineers, 
architects, and mid-level managers. 
The directors category includes only 


top-level managers such as presidents 
and vice-presidents of firms. 

Exemptions from these percentage limi- 
tations can be established by ministerial 
order or be granted by the Ministry of 
Labor, Social Welfare, Housing and 
Coordination of Social Affairs upon re- 
quest from a particular firm. All re- 
quests for exemptions must be accompanied 
by a statement of the enterprise's or- 
ganizational structure and its programs 
for manpower training and by the infor- 
mation described above indicating the 
type and extent of foreign employment 
in the undertaking. These requests are 
addressed to field offices of either 
the National Employment Service or the 
Labor Inspectorate. 

On August 6, 1970, a Presidential 
Order excluding foreigners from employ- 
ment in the public administration and 
eventually from paragovernmental agen- 
cies was made public. Most foreign 
technical advisors working with Congo- 
lese ministries or governmental and 
paragovernmental agencies are covered 
by bilateral agreements between their 
countries of origin and Congo (Kinshasa) 
and thus will not be affected. Accord- 
ing to official U.S. sources, these re- 
cent legislative efforts seem _ to be 
directed primarily against persons from 
Rwanda, Burundi, and Uganda.--Ministry 








of Labor, Social Welfare, Housing and 
Coordination of Social Affairs, Kin- 
shasa. 


Somali Democratic Republic 


Earnings Reduced inthe Public Sector. 
On September 11, 1970, Major General 
Muhammad Siad Barre, President of the 
Supreme Revolutionary Council, announced 
reductions of 5 to 40 percent in the 
monthly pay of all workers in the public 
sector, including the Armed Forces and 
autonomous agencies. The reductions, 
retroactive to September 1, 1970, apply 





to the basic monthly salary and benefits, 
and are based on the following scale: - 


Monthly earnings Percent 

(in Somali shillings 1/) reduced 
200 and under...cseceseseees 5 
201-300. ccccccccccccccscccce 7 
BO1L-GOO. cocccsccecsccsccccese 12 
601-900... ccccccccccccccecees 15 
901-1 200. cccccccccccscccce 20 
1, 201-1 500. cc ccccces ecccccece 25 
1 ,501-2,000.. ccccccccccccccces 30 
ZOO) GRE OVOP. cccccsecccceces 40 


1/ SSh7=US$1. 


skill specialization and housing allow- 
ances is SSh1,281, a reduction of 


SSh119. A captain in the Armed Forces, 
after the reductions on each portion 
of his pay--basic salary, and duty, 


ration, and housing 
ceives SSh1,102.75, or SSh162.25 less 
than before. For the daily wage earner 
who works 26 days a month, the new 
monthly pay totals SSh528.50, a reduc- 
tion of SSh72.10. 

The reduced earnings are subject to 
income tax, municipal tax, and stamp 
duty at rates previously prescribed. 

According to Major General Muhammad 
Siad Barre the salary reductions are 
necessary to meet the budget and to fi- 


allowances--re- 








On the basis of the new scale, a nance development projects underway in 
teacher's monthly earnings including the country.--U.S. Embassy, Mogadiscio. 
eo EAST ASIA AND THE PACIFIC 
North Korea The decree does not make clear how 
fringe benefits such as free medical 
Cash Wages Raised. The Democratic 





People's Republic of North Korea has 
announced an average 31.5 percent raise 
in cash wages for "workers, technicians 
and office employees," effective Septem- 
ber 1, 1970. These groups probably in- 
clude most skilled, unskilled, and 
white-collar occupations. 1/ The an- 
nouncement, which also indicates a re- 
vision of occupational grades and 
scales, 2/ was made apparently in an- 
ticipation of the Fifth Congress of the 
Korean Workers' Party in November. 

The wage rise will bring the average 


monthly wage of the North Korean in- 
dustrial worker to 70 won (or about 
US$28 at 2.5 won per U.S. dollar). To 


narrow differentials between the highest 
and lowest grades, the largest in- 
creases will go to those on the lowest 
rungs of the wage scale, but differences 
between industries may continue. 

The cash portion of the average 
worker's earnings is, according to the 
Regime, about half of total earnings. 


care, annual and maternity leave, free 
or subsidized housing, and necessities 
such as clothing (which are rationed and 
held at low cost) will be affected. 





1/ In 1963, according to North Korean 
official sources, about 40 percent of 
the labor force were factory workers 
and 15 percent, office employees. The 
remainder were mostly peasants and ag- 
ricultural workers (43 percent) and 
handicraftsmen (2 percent.) 

2/ Wages for industrial workers are 
geared to a classification system based 
on difficulty of the work or the _ re- 
quired skill, with special premiums for 
the most dangerous occupations. In ad- 
dition, premiums may be paid to mem- 
bers of production teams meeting or ex- 
ceeding performance standards. See 
Rinn-Sup Shinn, et. al., Area Handbook 
for NorthKorea (Washington, D.C., Amer- 
ican University, Area Studies Division, 
1969), p. 350. 
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Nonagricultural workers have received 
several increases in cash wages since 
1949 when North Korea became independ- 
ent, but increased prices or deficien- 
cies in supply and distribution of 
commodities have limited improvements 
in living standards. 3/ 

In the past, wage increases have been 
nominal and have not kept pace with 
rising prices. The Regime has announced 
that the current wage increase will be 
accompanied by an increased output of 
consumer goods.--FBIS (various issues), 
New York Times, andU.S. Army Area Hand- 
book for North Korea. 








3/ Although per capita incomes are 
higher in North Korea than in South 
Korea, so are prices; a North Korean 
has to work five or six times as hard 
as his southern counterpart to earn 
enough to purchase a comparable item. 
In addition, the North Korean has much 
less freedom of choice inconsumer goods. 
New York Times, May 9, 1967. 





Philippines 


Philippine Government Passes a New 
Minimum Wage Law. A new law amending 
the Philippine Minimum Wage Law of 1951 








provides for (1) an increase of one- 
third or more in the minimum wage, (2) 
coverage of employees in small retail 


and service establishments, (3) a per- 


manent Wage Commission to determine 
whether higher minimum wage levels are 
needed in specific industries, (4) an 


improved procedure for the Wage Com- 
mission to revise the minimum wage 
levels, including the initial use of 
collective bargaining, and (5) stronger 
provisions for enforcement. The new 
law, which became effective on June 17, 


1970, is the latest ina series of 
amendments passed in 1953, 1965, and 
1966. Informed observers believe that 


the opportunity to use collective bar- 


gaining will be an incentive to the 
formation of new unions. 

Several factors contributed to the 
passage of the new law: (1) The per- 
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sistence of inflation; (2) labor union 
demands for ahigher minimum wage coupled 
with labor and student demonstrations; 
(3) achievement of trade union unity by 
the major federations; (4) weakness of 
the Price Control Law passed in April 
1970; and (5) inadequacies in enforce- 
ment of the parent law as amended. 
Inflation has sharply increased the 
cost of living. The Manila Consumers’ 


Price Index in May 1970 stood at 184 
(1955=100), 17.7 percent more than a 
year earlier. Most of the increase 


occurred after the spending by the Gov- 
ernment and both parties which accom- 
panied the elections in November 1969. 
However, inflation was given added im- 
petus by the de facto devaluation of the 
peso by about 60 percent, which took 
place when a floating exchange rate was 
adopted in February 1970 (P6.25=US$1 at 
recent quotations; the old rate was 
fixed at P3.90°US$1). 

A partially successful 1-day general 
strike, and the threat of a longer gen- 
eral strike early in April 1970, backed 
up labor unions demands’ that the mini- 
mum wage for nonagricultural employees 
be increased from P6 to P10 daily, and 
that a price control law be passed. 
Demonstrations by students and left- 
wing labor unions, which frequently in- 
volved violence, lent additional urgency 
to the need for a higher minimum wage, 
as well as for some form of price con- 
trols. These demands seemed _ to be 
supported by statistics which showed 
that although wage levels had increased, 
real wage rates for skilled workers in 
Manila and its suburbs were over 10per- 
cent lower in 1969 than in 1955, while 
real wage rates for unskilled workers 
were only slightly higher than in 1955. 
However, both groups have had _ slight 
improvements since the low levels reached 
in 1967. (See table 1.) 

Labor unions obtained additional 
strength when the two leading Philippine 
labor federations merged successfully in 
February 1970. The Philippine Trade 
Unions Council (PTUC) and the Philippine 
Labor Center (PLC) merged to form the 
Trade Union Congress of the Philippines 
(TUCP), which has an estimated member- 
ship of 400,000. 


_ 
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Table 1. Index of real wages of 
workers in industrial establish- 
ments in Manila and suburbs 








[ 1955=100 | 
Skilled Unskilled 
Year 

workers workers 
1960..... 94.3 91.4 
19GB cece 81.5 87.3 
1966..... 80.6 88.2 
er 79.8 87.2 
er 86.0 96.9 
1969..... 89.1 100.5 











Source: "Table 128, Wage Rates Index 
of Laborers in Industrial Establish- 
ments in Manila and Suburbs, 1949-69," 
Statistical Bulletin (Central Bank of 





the Philippines, September 1969), p. 
347. See also David Navarro, “Labor and 
the Minimum Wage,"' The Economic Monitor, 
June 22, 1970, for 1969 figures. 





A Price Control law, passed in late 
April 1970, created local price coun- 
cils inprovinces and chartered cities 1/ 
and a National Price Control Council 
which determines their authority and 
activities. The National Price Control 
Council is empowered toestablish maximum 
prices on essential commodities. Be- 
cause enforcement of economic controls 
has been ineffective in the past and 
because of the lack of enforcement pro- 
visions in the new law, demands for the 
new minimum wage levels became even more 
strident. 

The Department of Labor has long been 
deficient in enforcing minimum wage 
levels, particularly in rural areas and 
among smaller firms in the cities. For 
example, in studying about one million 
workers in approximately 62,000 estab- 
lishments from 1966 to 1969, the Labor 
Department found that 21-28 percent of 
the establishments were violating labor 
laws. Violations included nonpayment 
of minimum wages, falsification of pay- 
rolls, and failure to keep _ proper 
records. Recently, the Labor Depart- 
ment inspected 833 business establish- 
ments in the Greater Manila area, where 
compliance with the law is higher than 
elsewhere, and found that 546 firms had 


violated the laws. The most common 
violations were underpayment or nonpay- 
ment of the new minimum wage. Many of 
these establishments were owned by non- 
Filipinos, mostly Chinese, who re- 
portedly forced workers to sign blank 
employment contracts, and insome cases, 
without the approval of the Bureau of 
Labor Standards, hired learners who were 
not paid any wages for the first 3 
months. 2/ 

The need for strengthening the en- 
forcement provisions of the Minimum Wage 
Law, as well asfor increasing the means 
for enforcement, had been apparent for 
some time. Thus, the new provisions, 
as described below, are designed to im- 
prove enforcement, but limited resources 
continue to hamper the Labor Department 
in carrying out these tasks. 


Provisions of the minimum wage 
law amendment 


The minimum wage is defined as the 
basic cash wage, without deductions for 
benefits or allowances, which the 
worker normally receives apart from his 
basic cash wage. Effective July 1, 
1970, the new daily minimum wage for 
most nonagricultural employees isP8; 3/ 
the old level was P6, set in 1965. (See 
table 2.) The original minimum rates 
were revised by an amendment passed in 
1965; coverage of the law has been ex- 
panded subsequently by the inclusion 
of miners and sugar millworkers. 4/ 





1/ Self-governing municipalities, in- 
dependent of the provinces, and re- 
sponsible to the Central Government. 

2/ See "Labor Department Cites Mini- 
mum Wage Violations," The Economic Moni- 
tor, July 27, 1970, p. 10. 

3/ P6.25=US$1 according to recent quo- 
tations of the floating rate. 

4/ Sugar millworkers, whose minimum 
had been set at P5.50 (not reducible by 
the cost of facilities customarily 
supplied) by Wage Board Order No. 1 for 
workers in the sugar industry in 1964, 
were covered by the higher P6 level 
under a Labor Department ruling inter- 
preting the 1965 amendment. 
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Miners, who were excluded from coverage 
by the 1965 amendment, were specifically 
included in an amendment passed in 1966. 

Employees of retail and _ service en- 
terprises employing not more than five 
workers are covered for the first time 
by this new law. However, their daily 
minimum wage is only P6, presumably be- 
cause of the possibility that the higher 
wage might impose a financial strain on 
small enterprises and result in an in- 
crease in unemployment. 

The new daily minimum wage for em- 
ployees of the Central Government and 
government-owned corporations is P8. 
The Government delayed implementation 
of this provision until September, but 
made it retroactive to July l. Pro- 
vincial, municipal, and city govern- 
ments are to establish their own mini- 
mum wage for employees according to 
their resources, but not less than P5 a 
day or the minimum wage being paid at 
the time the new law became effective, 
whichever is higher. 

The new daily minimum wage for agri- 
cultural employees is P4.75, anincrease 
from the old level of P3.50. Although 
sugarcane fieldworkers had been granted 
a higher minimum of P4 a day in 1964, 
according to Wage Board Order No. 1, 5/ 
the need for a higher wage level for 
such workers was apparently left up to 
the new Wage Commission to study. 

The new minimum wage rates include 
the following exemptions: (1) Tenant 
farmers and members of their immediate 
households; (2) farm operators and mem- 
bers of their households; (3) domestic 
workers; and (4) homeworkers engaged in 
needlework by hand or in any registered 





5/ The 1964 minimum of P4 for sugar 
fieldworkers was ruled to be the basic 
cash wage, which could not be reduced 
by the cost of facilities customarily 
supplied at the time of the application 
of the new law. This minimum was in 
contrast to the minimum wage of the 
sugar millworkers, which could be re- 
duced by only PO.50 from the new 1965 
level of P6 to P5.50. See J. Monte- 
mayor, Labor, Agrarian and Social Leg- 





islation (Manila, Rex Book Store, 1967), 
vol. 1, 2 ed. 
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cottage industry. This last provision 
reversed the Labor Department's ruling 
that the 1965 amendment extended cover- 
age to homeworkers engaged in needlework 
by hand. 6/ 

Homeworkers engaged in needlework by 
hand or in any registered cottage in- 
dustry were excluded because many home- 
workers are self-employed and depend on 
unpaid family workers 7/ or are engaged 
in piecework production where the mini- 
mum wage is difficult to estimate. The 
Government has encouraged expansion of 
cottage industries, partly because they 
are labor intensive at a time of high 
unemployment, and partly because cottage 
industry exports are expected to rank 
among the top exports in the next 
decade. 8/ 

In addition, under the provisions of 
the original law and its earlier amend- 
ments, certain types of nonagricultural 
employees may be paid lower minimum 
wages or no wages at all. These groups 
are learners orapprentices, handicapped 
workers, and students or apprentices 
taking on-the-job training as part of 
their school curriculum or as a pre- 
requisite for board examinations; these 
groups must be paid at least 75 percent 
of the minimum, 50 percent of the mini- 
mum, Or no compensation at all, respec- 


tively. 
The new law stipulates that a per- 
manent Wage Commission under the De- 


partment of Labor is to carry out acon- 
tinuing study of wage rates in various 
industries. The Commission is_ to con- 
sist of five members appointed by the 
President for 6years; three will repre- 





6/ Although the 1965 amendment (R.A. 
4180) made no specific mention of 
needleworkers, exclusion of the original 
amendment to R.A. 812 (1951) was inter- 
preted to mean a repeal of the original 
exemption. 

7/ It is not clear what proportion of 
homeworkers are wage and salary earners. 
See the Bureau of Census and Statis- 
tics Survey of Households Bulletin, La- 
bor Force, May 1965, Series No. 18. 

8/ See "Cottage Industry Exports a 
Boon to Philippine Economy," Asian Pro- 
ductivity, September 5, 1969, p. 10. 





sent the public, one labor, and one 
management. This permanent Commission 
is a significant change from the former 
ad hoc Boards set up to determine new 
minimum wages for specific industries.9/ 
However, as of mid-September 1970 the 
President had not appointed the Conm- 
mission, despite a provision requiring 
their appointment by July 17, 1970. 

The Wage Commission is to determine 
whether a substantial number or about 
10 percent of employees in any industry 
are receiving sufficient wages to main- 
tain health, efficiency, and general 
well-being. When studying an industry, 
the Commission can request assistance 
from any government agency, and can 
compel attendance and the testimony of 
witnesses. After studying a _ specific 
industry and determining that new mini- 
mum wage levels are justified, the 
Commission can recommend the use of 
collective bargaining for the estab- 
lishment of a new minimum wage. The 
Commission may also supervise the se- 
lection of employer and employee repre- 
sentatives. Within 15 days after sub- 
mission of an agreement reached through 
collective bargaining, the Commission is 
required to issue a wage order incorpo- 
rating the terms of the wage agreement 
reached. However, if an agreement has 
not been reached within 45 days or if a 
majority of the parties request the 
Commission to set the new minimum wage, 
the Commission will hold hearings and 
issue a wage order within 60 days from 
the date it assumes its authority. 





9/ Wage Boards have been set up for 
the sugar and mining industries, al- 
though the deliberations of the latter 
were stayed by a court injunction. 
Another Wage Board was recommended for 
the shipping industry. 

10/ This legislation agrees with the 
Labor Department's established policy 
of encouraging collective bargaining to 
secure better working conditions’ than 
those set by legal standards. Of agree- 
ments reached in 1968, two out of three 
carried wage increase provisions, as 
compared with one out of two in 1966 and 
1967. 


Various factors which the Commission 
will consider include: (1) Cost of 
living; (2) wages established for simi- 
lar work by collective agreements or 
wage orders; (3) wages paid for compara- 
ble work by employers who maintain 
reasonable standards; (4) fairreturn on 
invested capital; and (5) for agricul- 
tural workers, the size, location, and 
fertility of the farm. 

Within 15 days of the publication of 
the order, dissatisfied parties may 
appeal to the Court of Appeals. But 
the appeal cannot’ stay application of 
the order unless the appealing party 
guarantees payment of the difference if 
the order is upheld. However, employ- 
ees, farmers, and manual workers are 
exempted from payment of court fees 
when filing appeals against a wage 
order. 

The new law improves enforcement by: 
(1) Prohibiting attempts to restrain 
proceedings of the Wage Commission or 
to render wage orders ineffective; (2) 
requiring that aliens convicted of vio- 
lating the minimum wage laws or regula- 
tions be deported; and (3) admitting 
oral evidence to refute or modify pay- 
rolls, time records, and other documents 
carrying the employee's signature. 


Conclusions 


Informed observers believe the most 
significant feature of the new amendment 
is the procedure which permits the Wage 
Commission to set new minimums. The 
law particularly aids those unions al- 
ready capable of effective collective 
bargaining to improve minimum wage 
levels of their industries. 10/ More- 
over, the increased role for collective 
bargaining should be an incentive to 
form more unified and effective unions. 
The Commission's power to supervise the 
choice of representatives and to hold 
representative elections also may en- 
courage the formation of unions among 
unorganized workers, such as those in 
the sugar fields. In addition, the le- 
gal provision which allows admission 
of oral evidence to modify signed pay- 
rolls and other records will assist in 


17 








Table 2. Old and new minimum wage rates for workers in nonagricultural 
industries, government service, and agricultural industries 1/ 





Industry and occupational category 


Old minimum wage 
rates per 8-hour 


New minimum wage 
rates per 8-hour 





day (1965-66) day (1970) 
Employees in nonagricultural industries 
(including miners and sugar mill- 
workers), except the following:........ P6.00 P8.00 
Sales and service workers (in 
establishments with not more 
than 5 employees)..... TITTTLITTTT ty Exempt P6.00 
Homeworkers engaged in needlework 
by hand (or in any registered 
cottage industry) .....cececcceceeee P6.00 Exempt 
Domestic workers..cccccccccccccccccce Exempt Exempt 
Learners or apprentices........seee0. P4.50 2/ P6.00 


Handicapped workerS.....seeeeeeee cces 


Students or apprentices taking 
on-the-job training required 
for school or board examination.... 


Employees in Government service in: 
Central Government and Government 
corporations...... eocccccccce ccccce 
First- and second-class provinces, 
cities and municipalities.......... 
Third- and fourth-class provinces, 
cities and municipalities.......... 
Other classes of municipalities...... 


Employees in agricultural industries 
SUBORt Che SOLIGWEMRS oc cc ccccccvccccsece 
Sugar fieldworkers and migrant 
sugar fieldworkers (sacadas)...... 
Tenant farmers and agricultural 
lessees and members of their 
immediate households.......eseeee. ° 
Farm operators and members of their 
immediate households............... 





(75 percent of (75 percent of 
the minimum) the minimum) 
P3.00 2/ P4.00 
(50 percent of (50 percent of 
the minimum) the minimum) 


No information 





Exempt available 
P6.00 P8.00 
P6.00 3/ P6.00 
P5.00 3/ P5.00 
Fixed by employer 3/ P5.00 
as finances per- 
mit but not less 
than P4.00 
P3.50 P4.75 
P4.00 P4.75 
Exempt Exempt 
Exempt Exempt 





1/ P6.25=US$1 at recent levels of the 
floating exchange rate. 

2/ No information is available on the 
application of the new law to this 
group. Application of percentage allow- 
ance in previous legislation provides 
the minimum given ‘above. 
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3/ Local governments are authorized 
to establish their own minimum wage 
above this amount. 

Source: U.S. Foreign Service report- 
ing and J. Montemayor, Labor, Agrarian 
and Social Legislation (Manila, Rex 
Book Store, 1967), vol. 1, 2d ed. 
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enforcing the minimum wage law. Ob- 
servers have noted that these signed 
records, which courts generally have 
ruled to be sufficient evidence of the 
receipt of the minimum wage, will no 


"Se 


to cir- 
reporting, 


longer provide a legal device 
cumvent the law.--Embassy 
U.S. and Philippine Government publi- 
cations, the press, and other relevant 
published materials. 


AMERICAN REPUBLICS 








Barbados 


Field Labor Force Declines in Vital 





Sugar Industry. In Barbados, where 
sugar has been the mainstay of the 
economy for over 300 years, cultiva- 
tion of sugarcane still occupies over 
80 percent of the country's arable land. 
It is an ailing industry, however, 
partly because the labor force in the 





cane fields is declining. The drift 
of workers from the fields to urban 
areas is pronounced. Agriculture no 


longer attracts enough workers to main- 
tain the plantations in a high state of 
cultivation if traditional methods are 
continued, according to the May 1970 
edition of the Barbados Sugar Industries 
Review, published by the Barbados Sugar 
Producers' Association. 1/ 

Since 1921, the agricultural labor 
force, largely made up of sugarcane 
fieldworkers, has declined steadily in 
absolute numbers and even more as a 
proportion of the increasing population, 
as is shown by the following figures: 





Agricul- 
tural Popula- 

Year workers tion Percent 
jo) eee 32,728 156,774 21 
5 ~-- 24,156 192,800 12 
$GGBccccceee S088 234,327 9 
BGS cccccecs 14,848 252,931 6 
|. Peerage 13,325 255,000 2 





1/ Source of the statistics in the 


present article. 


Declining numbers do not tell _ the 
whole story. The gravity of the situa- 
tion is further revealed by an analysis 
of the age groups of the workers. In 
1969, age data were available for 6,246 
of the 8,872 sugar fieldworkers. Of 
these, 3,149 or 50 percent were over 
50 years of age, and 1,291, or 20 per- 
cent were over 60 years of age. Even 
if the sugar fieldworkers for whom no 
age data are available were all under 
50 years of age, 35percent of the total 
would be over that age. The Review 
concludes that by 1980 most of the 
workers who cut and load sugarcane will 


be too old for this heavy work, and 
that the cane will remain unharvested 
unless cutting and harvesting = are 


mechanized. Attempts to compensate for 
the shortage of sugarcane fieldworkers 
include importing temporary workers for 
the harvest season, beginning in 1967. 
In 1969 over 1,100 sugar fieldworkers 
were brought in from St. Vincent and 
St. Lucia. In recent years, some ef- 
forts has been made to introduce har- 
vesting machines. 

In 1968 the Barbados Sugar Producers’ 
Association allocated a substantial sum 
of money for research on mechanization. 
Experiments were carried out with a 
cane harvester, a new type of harvester 
adapted to local conditions, and two 
types of loaders. Eventually’ these 
efforts may have important effects on 
the sugar industry and the workers whom 
it employs, but as yet their influence 
has been slight.--U.S. Embassy, Bridge- 
town. 
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U.S. DEPARTMENT OF STATE INDEXES OF LIVING COSTS ABROAD 
(Excluding Quarters) 


The following table presents recent pjanation of methods followed in con- 
revisions to the U.S. Department of structing the indexes and the limitations 
State indexes of living costs abroad. to the indexes was published in the 
The indexes are calculated inorder to Qctober 1970 issue of Labor Developments 
establish cost-of-living allowances for Abroad, along with the complete list of 
U.S. Government employees assigned to jndexes. Revisions are published 
foreign posts where living costs, based monthly. All questions regarding the 
on an American "pattern of living," are indexes of living costs abroad should 
significantly higher than living costs be directed to the Bureau of Labor Sta- 
in Washington, D.C. Many business tistics, Division of Foreign Labor Sta- 
firms use the local index to establish tistics and Trade. Explanation of 


cost-of-living allowances for their changes in indexes from one time period 
employees stationed abroad. An ex- to another is not available. 





Indexes of living costs abroad (excluding quarters) 


[Washington, D.C.=100| 























Exchange rate Local wie 
Government 
Country and city Survey 
Unit Number Relative] Index JRelative| Index Sate 
per USS1 

Burundi: Bujumbura......|/Franc | 85.5 106 118 95 107 | Apr 70 
France: Paris...........|Franc [5.55 113 127 97 111 | Sep 70 
Iceland: Reykjavik...... Krona 87.9 99 99 78 78 | May 70 
India: New Delhi........| Rupee |7.6 67 | 1/ 78 74 88 | Jun 70 
Israel: Tel Aviv........| Pound 3.5 94 102 84 92 | May 70 
Jamaica: Kingston.......| Dollar | 0.8328 85 105 85 105 | Jun 70 
Kuwait: Kuwait.......... Dinar |0.3571 87 120 87 120 | Jul 70 
Tunisia: Tumnis........ --| Dinar 0.5250 102 110 85 92 | Jun 70 














1/ It should be noted that the U.S. on p. 18, of the October 1970 issue of 
Government index is higher than _ the Labor Developments Abroad. 
local index. See "Relation Between Source: U.S. Department of State, 
Local Index and U.S. Government Index" Allowances Program. 





Beginning with this issue, the State Department will pro- 
vide a monthly list of living cost surveys in final prepara- 
tion. Survey results will be published in a later issue of 
Labor Developments Abroad. The cities are: 





Canada: Ottawa Korea: Seoul 
Cambodia: Phnom Penh Nicaragua: Managua 
France: Nice Sudan: Khartoum 
Greece: Athens Venezuela: Caracas 
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U.S. DEPARTMENT OF STATE LIVING QUARTERS ALLOWANCES 


The following table presents’ recent 
revisions to the U.S. Department of 
State living quarters allowances. This 
allowance is designed as reimbursement 
for the annual cost of rent, of elec- 
tricity, gas, fuel, and water charges, 
and of any taxes required by local law 


schedules was published in the May 1970 
issue of Labor Developments Abroad, 
along with the complete list of allow- 
ances. Revisions are published monthly. 
All questions regarding living quarters 
allowances should be directed to the 
Bureau of Labor Statistics, Division of 





or custom to be paid by the tenant. An Foreign Labor Statistics and Trade. 
explanation of the method followed in Explanation of changes in allowance 
establishing the allowance schedules rates from one time period to another 
and the limitations to the allowance is not available. 


Living quarters allowances, October 1970 














Annual allowance by family status and salary range 
Two-person family Single person 
PEE One aoe $8,000 | $11,000/$20,000 $8,000 | $11,000 |$20,000 
Under to to to Under to to to 
$8,000] 19,999 | 19,999] 35,999] 282900 |10,999 | 19,999] 35,999 
Denmark: 
Copenhagen...|$1,900 | $3,200 | $3,200 |$3,200 {$1,600 |$1,700 | $2,400 |$2,400 
El Salvador: 
San Salvador.}| 2,300 2,500 2,900 3,200 1,800 2,300 2,400 2,900 
Honduras: 
San Pedro Sula.}| 1,800 2,400 3,000 3,200 1,400 1,700 2,100 2,700 
Tegucigalpa....}| 2,200 | 2,700] 3,000 | 3,200 | 2,000 | 2,200] 2,700 | 2,700 
Nicaragua: 
Managua......| 1,700 2,700 3,000 3,300 1,400 1,700 2,400 2,600 
Portugal: 
RSGss«sscssal 3,508 3,200 3,800 4,200 1,800 2,100 2,500 3,500 
Oporto.......+-| 1,700 | 2,200] 3,000 | 3,500 | 1,400 | 1,700] 2,000 | 2,800 





























Source: U.S. Department of State, Allowances Program. 
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FOREIGN LABOR PUBLICATIONS 


For sale 

Copies of monographs listed below may be purchased from the Superintendent of Documents, U.S. 
Government Printing Office, Washington, D.C. 20402, or from any of the regional offices of the 
Bureau of Labor Statistics: 1603-A Federal Building, Government Center, Boston, Mass. 02203; 
341 Ninth Avenue, New York, N.Y. 10001; 406 Penn Square Building, 1317 Filbert Street, Philadel- 
phia, Pa. 19107; 1371 Peachtree Street, N.E., Atlanta, Ga. 30309; 219S. Dearborn Street, Chicago, 
Ill. 60604; 411 N. Akard Street, Dallas, Tex. 75201; 911 Walnut Street, Kansas City, Mo. 64106; 
and 450 Golden Gate Avenue, Box 36017, San Francisco, Calif. 94102. 
LABOR LAW AND PRACTICE SERIES 
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326. Guyana (1967).0i0 tides Fisica de -35 ES 6) Oe ee err 45 
2m: WMBEtl COGS) « eases Getintaets ss -40 SOP Tah tend TISGG yi. es le tibedawecs der -40 

*189 Honduras (1961)..........e00. -30 *319 Trinidad and Tobago (1967)........ .40 
371 Iceland (1970)..... Fade -be eee s -50 
Wan: ANGELS CZOGR) og Assets cans beck -50 yo ee RG Ls Pn, are a a -40 
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BIBLIOGRAPHY ON LABOR IN AFRICA, 1960-64. (1966) BLS Bulletin 1473. 60 cents 
*LABOR DIGESTS ON COUNTRIES IN AFRICA. (1967) BLS Bulletin 1539. $1.25 
*LABOR DIGESTS ON COUNTRIES IN EUROPE. (1966) BLS Bulletin 1497. 60 cents 
*ON-THE-JOB TRAINING AND WAGE-HOUR STANDARDS IN FOREIGN COUNTRIES. (1968) 

BLS Bulletin 1610. 60 cents 


Available At No Cost 


Within the limits of supply, copies of the following reports are available from the Division 
of Foreign Labor Conditions, Bureau of Labor Statistics, U.S. Department of Labor, Washington, 
D.C. 20212, or any of the Bureau's regional offices listed below. 


PRINCLPAL CURRENT SOVIET LABOR LEGISLATION. (1962) BLS Report 210 
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